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OATH OR AFFIRMATION

1, _Francis P. Anderson , swear {or afﬁrm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Equity Source Pmncrs. LLC.

, 85
, are true and correct. | further swear {or affirm} that
neither the company nor any partner, proprietor, prmctpal offices or director has any propsiciary interest in any sccount
classified solely ashthat of a customer, except as follows:

| - |

I i

;Zmbé-i/lmééyup—
v/l

¥ Signrm;p
Chief Compliiance Officer

P Title

Notary Public ¢ 1
i Poavere 18,2007 ouarp e, anoenson
:s report ** comams (check all applicable boxes): Notary Public, State of New York

7] (a) Facing Page No. 01AN5027026
(b) Statement of Financial Condition. Qualified in Nassau County
(c) Statement of Income (Loss). _Term Expires May 2,

{d) Statement of Changes in Financial Condition,
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changcs in Liabilities Subordinated to Claims of Creditors.
() Computatm.n of Net Capital.
(h) Computatlon for Determination of Rescerve Requirements Purspant to Rule 15¢3-3.
(i) lnf‘ormauon Relntlng to the Possession or Control Requirements Under Rule I5c3 3.
i A Reconcllmhon, including appropriate explanaticn of the Computation of Net Capltal Under Rule 15¢3-1 and the
Computatlon for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,
k) A Reconclllanon between the audited and unaudited Statements of Financial Condition with respect to methods of
consuhdatmn
{1} An Oathor Afﬁrmatmn
{m) A copy of the SIPC Supplemental Report.
" (n) Areport dcscnbmg any material inadequacies found to exist or found to have existed since the date of the previous audit.
[ {o}Internal control report.

** For conditians of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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| E A N E R 1995 Broadway, 16th Floor
New York, New York 10023
ROSS BAC H (212) 873-1472

FAX (212) 580-1583

GANER, PC.

CERTIFIED PUBLIC ACCOUNTANTS
INDEPENDENT AUDITORS’ REPORT

To the Board Pf Directors of
Equity Source|Partners, LLC.

We have audited the accompanying statement of financial condition of Equity Source
Partners, LLC“ as of December 31, 2006, and the related statements of income, changes
in member's equrty and cash flows for the period August 10 2006 (inception) through
December 31“ 2006 that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934, These financial statements are| the responsibility of the
Company’s management Our responsibility is to express an opinion on these f nancial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States: pf America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. [} An audit includes examining, on a test basis, evidence supporting the
amounts and dlsclosures in the financial statements. An audit also includes assessing the
accounting pnncuples used and significant estimates made by management, as weil as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opmron the financial statements referred to above present fairly, in all material
respects, the fi nancnal position of Equity Source Partners, LLC.,!as of December 31, 2006,
and the results of its operations and its cash flows for the- period August 10, 2006
(inception) throlugh December 31, 2006 in conformity with accounting principles generally
accepted in thejUnited States of Amenca

Our audit wast conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in the supplemental material
listed in the accompanymg tabie of contents is presented for purposes of additional
analysis and is not a required part of the basic financial statements but is supplementary
information requared by Rule 17a-5 of the Securities Exchange Act of 1934. Such
information has]been subjected to the audmng procedures applled in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to
the basic financial statements taken as a whole.

Ganer gmssédlcﬁ + Ganer
March 16, 2007,




IN EQUITY SOURCE PARTNERS, LLC
STATEMENT OF FINANCIAL CONDITION

" AS OF DECEMBER 31, 2006

, ASSETS
CURRENT ASSETS '
Cas? and equivalents $ 70,720
Acclounts receivable : 19,807
Due; from affiliate 1,794
Prepaid expenses 9,227
TOTAL CURRENT ASSETS 101,548

PROPERTY AND EQUIPMENT, at cost less

acchmulated depreciation of $ 1,465 15,445
OTH{,ER ASSETS

Secu.'lrities owned, not readily marketable 11,000
TOTAL ASSETS $ 127,993

i

! LIABILITIES AND MEMBER'S EQUITY
CURRENT LIABILITIES

Accrued expenses $ 17,065
MEMBER'S EQUITY - 110,828
TOTAL LIABILITIES AND MEMBER'S EQUITY $ 127,993

The accompanying notes are an integral part of these financial statements.

(GANER
(SROSSBAGH o
GANERJpC
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EQUITY SOURCE PARTNERS, LLC

STATEMENT OF INCOME

' FOR THE PERIOD AUGUST 10, 2006 (INCEPTION)
THROUGH DECEMBER 31, 2006

REVENUES

Investment banking and fees $ 1,068,807
Gain'on investment 1,000
TOTAL REVENUES 1,069,807
EXPEIl?ISES
Adveltising 3,796
Duesland subscriptions 913
Fees: 9,614
Insurl?nce ' 36,523
Office 11,347
Profe!"ssional fees 64,360
Rent] 12,888
Repé‘!;rs and maintenance 684
Salarlipes 78,325
PayroHII taxes 7,705
Telephone | 5,172
Travga;{ and entertainment 6,925
Deprﬁz‘,ciation 1,465
Contributions : 450
TOTAUll EXPENSES 240167
NET INCOME $ 829,640

The acciompanying notes are an integral part of these financial statements.

GANER |
(GROSSBACH -5-
GANER,PE
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THROUGH DECEMBER 31, 2006

Member’s Equity - Auguét 10, 2006
Contribution

Distribﬁtion

Net income

Member's Equity - December 31, 2006

|
!
|
|

EQUITY SOURCE PARTNERS, LLC
STATEMENT OF CHANGES IN MEMBER'S EQUITY

FOR THE PERIOD AUGUST 10, 2006 (INCEPTION)

$ 80,088
0

(798,800)
829,640

5 __ 110928

The accompanying notes are an integral part of these financial statements.

GANER | -
(GROSSBACH . -6-
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i

CASH|FLOWS FROM OPERATING ACTIVITIES:

i
Net i income
Adjustments to reconcile net income to

net ’c':ash provided (used) by operating activities:

Deprematlon

Changes in operating assets and liabilities:
A?counts receivable
ﬁrepaid expenses
Due from affiliate

1
' Accrued expenses
Net c?sh provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Acd%lisition of securities
Purchases of fixed assets

Net cg"sh provided (used) by investing activities
|

CASH FLOWS FROM FINANCING ACTIVITIES:

Equnty distribution
Net cash provided (used) by financing activities

Net increase (decrease) in cash
{
Cash '-"August 10, 2006

Cash | December 31, 2006
|

STATEMENT OF CASH FLOWS

|
i
!

EQUITY SOURCE PARTNERS, LLC

$

$

FOR THE PERIOD AUGUST 10, 2006 (INCEPTION)
THROUGH DECEMBER 31, 2006

829,640

1,465

(19,807)
(9,227)
(1,794)
17,085

817,342

(11,000)

(9,003)
(20,003)

(798,800)
(798,800)

(1,461)
72,181

70,720

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Cash Fpald for:
Intﬁrest
Taxes

o

2
3

0
0

The accompanying notes are an integral part of these financial statements.

GCANER |
(SROSSBAGH
GANER, BC.
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i
EQUITY SOURCE PARTNERS, LLC

NOTES TO FINANCIAL STATEMENTS

) ' DECEMBER 31, 2006

NOTE 1:

NOTE 2:

(GANER

(SROSSBACH
GANER, PE. -8-

CERTIFIED PUBLIC ACCOUNTANTS

i
i
ORGANIZATION

Equrty Source Partners, LLC (the Company): was formed on February 01,
2006 to conduct business as a broker-dealer m securities. The Company
commenced business on August 10, 2006 when the National Association of
Securrtles (NASD) approved the application.

Tghe Company is registered with the Securities and Exchange Commission
(E'SEC_) and a member of the (NASD).

| 'if'he Company is wholly owned subsidiary by ESP Holdings, LLC (Parent).

éIGNIFICANT ACCOUNTING POLICIES

Basrs of Presentation
The Company is engaged in a single line business as a securities broker-
dealer which includes investment banking and jinvestment advisory fees
earned from the sale of private placements of securities on a best efforts
basrs and the sale of tax shelters and lrmlted partnerships in primary
drstnbutlons The Company does not hold customer funds or safe keep
customer securities. The Company operates pursuant to SEC Rule 15¢3-
3(k)(2)(|) (the Customer Protection Rule).

Development Stage
Dunng the period from February 1, 2006 to August 9, 2006, the Company
mcurred startup expenses of $28, 912 purchased furniture of $7,907 and
received contributions to capital of $109 000.
Securltles Transactions
Marketable securities are valued at market value, and securities not readily
marketab[e are valued at fair value as determlned by management.

|
In,v'estment Banking
lnvestment banking revenues include fees eatned, net of expenses, arising
from the placement of private securities where the Company acts as an
agent Investment banking revenues also include fees earned from provrdmg
merger—and acquisition and financial restructur!mg advisory services.
Investment banking fees are recorded on the offenng date, when services
are rendered and when income is reasonably determinable.

T

Investment Advisory Income
lnvestment advisory fees are recognized when services are rendered and
income is earned.

b

1 o




EQUITY SOURCE PARTNERS, LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2006

NOTE 2: SIGNIFICANT ACCOUNTING POLICIES (continued}
Income Taxes
T;he Company is not subject to income taxes, and since it is a single member
ULC it is a disregarded entity for tax purposes. Accordingly, the sole
member of the Company reflects the realized income or loss on its income
tax retuns.
! .
Cash Balances
For purposes of the fi nancral statements, the Company considers all short-
term debt securities purchased with a maturity date of three months or less
to be cash equivalents.
Use of Estimates
The preparation of financial statements in conformity with generally accepted
accountlng principles requires management to make estimates and
assumptlons that affect the reported amounts of assets and liabilities and
dlsclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
reportrng period. Actual results could differ-from those estimates.
PrOperty and Equipment
Property and equipment are carried at cost. Depreaataon and amortization
are calculated using straight line methods over the estimated useful lives of
the related assets. Expenditures for repairs and maintenance are charged to
expense as incurred.
Advertlsmg
The Company expenses advertising costs as incurred. Advertising for the
year ended December 31, 2006 was $3,795.

NOTE 3: QUE FROM AFFILIATE
Payroll rent and certain overhead expenses of the Company were paid by
the Parent, an entity that is owned by managers of the Company, and then
fully reimbursed by the Company. In consrderatlon the Company prepaid a
monthly estimate of the expenses for the succeedmg month to the Parent. At
December 31, 2006, the Company was owed $1,794.

- GANER |

(SROSSBACH | o
GANER,EC. -
CERTIFIED PUBLIC ACCQUNTANTS
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EQUITY SOURCE PARTNERS, LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2006

NOTE 4: S‘:"ECURITIES OWNED, NOT READILY MARKETABLE
It
The Company received 500,000 shares of restrrcted stock in a privately held
company. valued at $10,000, for part of a fee earned by the Company. At
December 31, 2006, these shares were valued at $11,000.
NOTE 5: NET CAPITAL REQUIREMENT
The Company is subject to SEC Rule 15¢3-1(a) (2) (vi} (the Net Capital Rule)
WhICh requires that they maintain a minimum |[net capital requirement of
$5 000 and requires that the ratio of aggregate indebtness to net capital, both
as defined, shall not exceed 15 to 1. At December 31, 2008, the Company
had net capital of $53,655, which was $ 48,655 rn excess of its required net
caprtal of $5,000. The Company's aggregated indebtness amounted to
ﬁ17 ,065. The Company's net capital ratio was 0.32 to 1.
NOTE 6: FROPERTY AND EQUIPMENT
F;,.r_operty and equipment consists of the following: |
Equipment $ 8,003
Fumiture and fixtures 7.907
: 16,910
Less: Accumulated depreciation 1,465
II]”roperty and equipment at net book value $.15.445
Depreciation expense was $1,465 in 2006.
i
NOTE 7: COMMITMENTS AND CONTINGENCIES
|
Leases
The Company leases its office facilities from ESP Holdings, LLC (Parent)
under an operating lease, which expires April 3|0 2009. Minimum annual
Iease payments, exclusive of future escalations, are as follows:
Year
r 2007 $ 39,696
; 2008 41,284
‘ 2009 13,940
$ 94,920
|
Rent expense charged to operations in 2006 was $/12,888.
GANER l|
(GROSSBACH
GANER,PC. -10-
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EQUITY SOURCE PARTNERS, LLC.

SUPPLEMENTAL MATERIAL

AS OF DECEMBER 31, 2006




EQUITY SOURCE PARTNERS, LLC.

RECONCILIATION WITH COMPANY'S COMPUTATION

|
a
}
COI|V|PUTATION OF NET CAPITAL UNDER SEC RULE 15¢3-1 AND
i
‘ AS OF DECEMBER 31, 2006

Net Capital

Total membel‘s equity $ 110,928
Deduct member‘s equity not allowable for net capital , 0
Total member's equity qualified for net capital ! 110,928

Deductlons and/or charges
Non—allowable assets |

Accounts receivable : 19,807
Prepaid| expenses 9,227
Securities owned ' 11,000

Due frcm affiliate 1,794
Furmture and equipment, net 15,445

Tiotal Deductions 57,273

Net Caqital before Haircut 53,655
Haircut . 0

Net capital | : $ 53,655

Computation, of basic net capital requirement
6.667% of aggregate indebtedness
Mlnlmum]pollar net capital required
Excess net capital

“h e A e
5N
(o]
[o2]
n
n

Excess net capital at 1000% : 51,948
Computation c‘>f aggregate indebtedness .
Accrued éxpenses ' $ 17.065
Total aggregate indebtedness $ 17.065
Ratio: Aggregate indebtedness to net capital 032to 1
ReconciliationI with the Company’s Computation
(included in Part Il of Form X-17A-5 as of December 31, 2006)
Net capital, as reported in Company’s Part |l (unaudited) Focus Report $ 64,863
Audit adjustment
-Additional accrued expenses (11,708)
-Reclass of furniture and equipment ! 500
(
Net capital, as audited ! $ 53,655
GANER !
(GROSSBACH
GANER,PC. -12-
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The Company,
(k }2)(i) of the

A computation

REQUIREMENTS PURSUANT TO RULE

AS OF DECEMBER 31, 2006

claims exemption from the requirements of SEC
Rule.

EQUITY SOURCE PARTNERS, LLC.

INFORMATION RELATING TO THE POSSESSION OR
CONTROL REQUIREMENTS UNDER SEC RULE 15¢3-3 AND
COMPUTATION FOR DETERMINATION OF THE RESERVE

15c3-3

Rule 15¢-3-3, under Section

for determination of reserve requirements pursuant to Rule 15¢-3-3 required

by Rule 17a- 5(d)(3) and information relating to possession Ior control of securities as
required by Rule 15¢3-3 and Rule 17a-5(d)(3) of the SEC were both omitted.

The Company1
Rule 15¢3-3 a

GANER

(GROSSBACH

tiDecember 31, 2006.

(GANER, P&, -13-
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was in compliance with the conditions of the exemptive provisions of SEC
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I New York, New York 10023
ROSS BACH (212) 873-1472

FAX (212) 580-1583
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
,‘REQUIRED BY SEC RULE 17A-5 FOR A BROKER DEALER

| CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

|

To the Board ofl Directors of

Equity Source Rartners, LLC.

i

In planning and performing our audit of the financial statements and supplemental
schedules of Equ:ty Source Partners, LLC (the Company), for the period August 10, 2006
(inception) throlugh December 31, 2008, in accordance with audltlng standards generally
accepted in the United States of Amenca we considered the Companys internal control
over financial r[eportmg (internal control) as a basis for deSIinng our auditing procedures
for the purpose of expressing our opinion on the financial statements but not for the
purpose of expressmg an opinion on the effectiveness of the Companys internal controi.
Accordingly, we do not express an opinion on the effectiveness|of the Company's internal

controi

'

t
Also, as requsred by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
we have made‘a study of the practices and procedures followed|by the Company including
consideration of control activities for safeguarding securities. Thts study included tests of
such practlces and procedures that we considered relevant to the objectives stated in Rule
17a-5(g) in maklng the periodic computations of aggregate lndebtedness (or aggregate
debits) and netlpapltal under Rule 17a-3 (a){11) and for determmmg compliance with the
exemptive provisions of Rule 15¢3-3. Because the Company[does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we
did not rewew*llthe practices and procedures followed by the company in any of the
following actwutles

1. Making quarterly securities examinations, counts, verifications, and comparisons
and recordation of differences required by rule 17a-13.

E
2. Complymg with the requirements for prompt payment for securities under
Section 8}of Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System.

The managemelr'\t of the Company is responsible for establishing and maintaining internal
control and the p'ractlces and procedures referred to in the precedlng paragraph. In fulfilling
this responsnbultty estimates and judgments by management are required to assess the

|

|
|

-14-




To the Board of Directors of
Equity Source Partners, LLC.

expected benefts and related costs of controls and of the| practices and procedures
referred to m the preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the SEC’s above- mentloned objectives. Two of the
objectives of an internal control and the practices and procedures are to provide
management |with reasonable but not absolute assurance that assets for which the
Company has! responsibility are safeguarded agamst loss from unauthorized use or .
disposition and those transactions are executed in accordance with managements
authorization and recorded properly to permit the preparatron of financial statements in
conformity W|th generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the precedmg paragraph.

Because of lnherent limitations in internal control or the practlces and procedures referred
to above, error or fraud may occur and not be detected. Also, prOjectlon of any evaluation
of them to future periods is subject to the risk that they may become inadequate because
of changes m conditions or that the effectiveness of their desrgn and operation may
deteriorate.

A control def crency exists when the design or operation of a control does not allow
management or employees, in the normal course of performrng their aSS|gned functions,
to prevent or detect misstatements on a timely basis. A signifi icant deficiency is a control
deficiency, or\comblnatlon of control deficiencies, that adversely affects the entity's ability
to initiate, authonze record, process, or report financial data rellably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood
that a mlsstatement of the entity's financial statement that is more than inconsequential
will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results m} more than a remote likelihood that a material mrsstatement of the financial
statements wril not be prevented or detected by the entity's intefnal control.

Our conS|derat|on of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all defi iciencies in internal control
that might be'materral weakness. We did not identify any deficiencies in internal control
and control actrvutles for safeguarding securities that we |consider to be material
weaknesses, as defined above.

We understar!\d that practices and procedures that accomplish the objectives referred to
in the second paragraph of this report are considered by the SEC to be adequate for its
purposes in it ‘laccordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomphsh such objectives in
all material respects indicate a material inadequacy for such purposes. Based on this
understandmg and on our study, we believe that the Company’ s practices andprocedures,

GANER i,
GROSSBACH
GANERRC -15- |
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To the Board of Directors of
Equity SourcePartners, LLC.

I

as described|in the second paragraph of this report, were adequate at December 31,

2006, to meet the SEC’s objectives.

anyone other _than these specified parties.

Ganer Grossbach + Ganer

New York, New York
March 16, 2007

GANER |
(SROSSBACH
GANER, PE.
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This report is.! intended solely for the use of the Board of Directors, management, the
SEC, the Natlonal Association of Securities Dealers Inc. and|other regulatory agencies
that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of
registered brokers and dealers, and is not intended to be and should not be used for
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